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General Information

The Community Reinvesment Act (CRA) requires each federd finendd supervisory agency to useits
authority when examining finenda inditutions subject to its supervison, to assess the inditution’ s record
of medting the crediit neads of its entire community, induding low- and moderate-income
neighborhoods, conggtent with the safe and sound operation of theindiitution. Upon the condusion of
such examingtion, the agency mudt prepare awritten evauaion of the inditution’s record of mesting the
credit nesds of its community.

This document is an evduation of the CRA paformanceof Far mersand M er chants National
Bank of Bridgeton by the Office of the Comptroller of the Currency, theinditution's
upervisory agency, asof January 11, 1999. The agency evauates parformance in assessment
aeqs), asthey are ddineated by the inditution, rather than individua branches. This assessment aea
evauation may indude the vists to some, but not necessaxily al of theinditution’sbranches The
agency ratesthe CRA paformance of an inditution congstent with the provisons st forth in Appendix
Ato12 CFR. Pat 25.

Institution’s CRA Rating: Thisinditutionisreted Satisfactory.
Primary factors supporting the bank’ s overdl rating indude:
< A high percentage of loans are made within the assessment area,

< Thelevd of lending to low- and moderate-income individuas amdl busnesses and amdl fams
reflects good penetration based upon the demographics and credit needs of the assessment area

< The geographic digribution of HMDA-reportable, smdl busness, and samdl farm loans reflects good
penetration throughout the assessment area, induding low- and moderate-income arees

< Saviceddivary sysems are reedily accessble to geogrgphies and individuas of different income
levelsinthe assesameant aea. Thisislargdy dueto five branch offices located within low- and
moderate-income censustracts. Additiondly, there is an adequate leve of community devel opment
services

Thefdlowing tableindicates the parformance levd of Far mers and M erchants
National Bank of Bridgeton with respect to the lending, invesment, and sarvice tedts.

Tablel. Results of Performance Tests



Performance L evels Farmersand Merchants National Bank of Bridgeton
Performance Tests
Lending Text* Investment Text Service Test
Outstanding
High satisfectory X X
Low satisfactory
Needsto improve
Subgtantid noncompliance X

* Note: The lending test is weighted more heavily than the investment and service tests when arriving
a an overdl rating.

Scope of the Examination

Thisevaduaion coversdl of 1997 and 1998. The andyssisbasad on the bank’s Home Mortgege
Disdlosure Act - Loan Activity Reports (HMDA-LARS) and Loan Regigers. We tested these reports
for accuracy during the examination by reviewing randomly sdected loan files Spedific loan products
evduated indude  HMDA-reportable loans (i.e, home purchase mortgage, refinance, and home
improvement loans), loansto amdl busnesses, loansto amdl farms, and community development loans
We ds0 evaduated community development invesments, retall sarvices and community deve opment
savices F&M’slagt CRA evduaion was performed as of January 7, 1997, and covered dl of 1995
and 1996. HMDA and smdl business loan performance were weighted equaly when determining the
Lending Ted raing.

Description of Institution

Farmers and Merchants Nationd Bank (F& M) isa$465 million indtitution located in Bridgeton, New
Jarsey. The bank was chartered in 1909 and is awholly-owned subgdiary of Southern Jersey
Bancorp of Ddaware. The holding company isamost entirdy comprised of F&M’sassats. F&M isa
full sarvice, intragtate bank offering awide array of loan and deposit products. Thebank’s sole
operaing subgdiary is F&M Invesment Company which islocated in Wilmington, Ddavare. Strong
competition is provided by severd larger intersate and regiond banking companies, and loca
community bank and thrift ingitutions

During 1997, F&M incurred commerdd |oan losses that subgtantidly reduced earnings for the year.
For fiscd year 1998, the bank reported a $6.8 million after tax net loss, due primarily to continued
increesing commerdd loan losses. F&M’sfinandd losses while resuiting in increasad regulatory
sorutiny, have not sgnificantly impaired its ability to lend, invest or provide sarvicesto its assessment




area. In addition, the bank is not under datutory regtrictions which impect its aaility to help meet its
community credit nesds

F&M operates gxteen full service branches throughout Cumberland, Salem, and Gloucester counties
The bank offers automated teler machines (ATMS) a tweve offices and drive-through fadlities are
provided a ten locations. Additiondly, a separate dand-done ATM isavallable to cusomers a
Battino's Center Square in Washington Township which islocated in Gloucester County. ThisATM
wasinddled in this grocery sore within the past year. F&M did not open or dose any branches during
the evauation period.

Southern New Jerssy encompasses a diverse economic base induding amixture of agriculture,
trangportation, manufacturing, smal and mid-gzed retal and tourist rdated busnesses. Based on
discussons with management, the bank’ s trade area has experienced economic dedline over the past
decade.

As of September 30, 1998, the indtitution had totd 10ans goproximating $285 million, or 61% of total
asets The compaostion of the loan portfolio conggs of commercid and red edate loans a 49%,
consumer loans a 29%, and resdentid red edate loans a 22%.

Description of Assessment Area

F&M has defined one assessment areawhich indudes dl of Cumberland County (MSA 8760), alarge
portion of Sdlem County, and southern portions of Gloucester County (both incdluded in MSA 6160).
The assessment area comprises 52 cenaustracts (CTs) within the Philadd phiasWilmington-Atlantic
City CMSA. The assessment area complies with regulaory requirements and does not arbitrarily
exclude low- or moderate-income CTs.

Detall of the demographics of the assessment arealis induded in the following table:

Assessment Area Demogr aphic Profile

Census Tract Number of Census | Percentageof Total Per centage of Per centage of
Characteristic Tracts Tracts Population Families
Low 1 2% <1% <1%
M oderate 11 21% 17% 16%
Middle 28 4% 4% 4%




Upper 12 23% 2% 30%

Total 52 100% 100% 100%

The assesament area contains one low-income CT which islocated in Cumberland County. From a
totd of deven moderate-income CTs, Sx (55%) are do Stuated in thiscounty. The remaining five
moderate-income CTs (45%) are located in Sdem County.

Based on 1990 census data, F& M’ s assessment area has a population of 217,025 which includestotd
families of 56,714. Asindicated in the above table, gpproximatdy 16% of tatd familiesin the
asemantt areaare located in low- and moderate-income CTs

The median family income for the assessment area per revised 1997 Department of Housing and Urban
Devdopment (HUD) guiddines averages $39,329. Housing unitstotd 78,764 of which 82% are one-
to-four family units Owner-occupied housing is 68% of thetotd, and rental occupied housing is 26%
of thetotd. Vacant housng unitsegud 6% of the totd units

Basad on discussons with management, the bank’ s trade area has experienced economic dedine
during the pagt decade largdy due to the dosing of local dothing and glassfactories. For year-end
1998, date unemployment rates equaled 4.4%. However, unemployment rates for the three counties
within F& M’ s assesament area are much higher during the sametimeframe. They areasfdlows
Cumberland County - 9.2%, Sdem County - 5.2%, and Gloucester County - 4.9%.

During January of 1999, Cumberland County was awarded an “Empowerment Zone' (EZ) desgnetion
by the federd government. EZs are areas conddered in need of economic assgance. Cumberland
County will receive $230 million in federd ad over the next ten years Spedificdly, $100 millionin
grants and loans ($10 million per year) and $130 million in tax credits ($13 million per year) will be
recaived. Management is hopeful this new EZ designation will creete numerous job opportunities and
help turn around the local economy.

Magor employersindude Minots Foods, C. Pappas & Company, Bridgeton Hospital, Sunny Sope
Farms, and both sate and federd prisons located within the bank’ s assessment area

Credit nesds of the community were determined during this examination through discussons with
management and by an interview with aloca community group. Bath indicated that primary credit
needs are affordable housing loans thet provide flexible underwriting Sandards and reedily available
gmdl busnessloans

Conclusions with Respect to Performance Tests



Lending Test

L ending Activity

F&M’slending levels reflect good repongveness to assessment area credit needs. During 1997,
F&M originated 179 HMDA reportable loans within its assessment areafor gpproximeatdy $8 million.
F&M ranked sixth with 2.81% of the market share. The top three lenders had market share ranging
from 3.19% to 4.37%. Additiondly, lessthan 100 loans separated the firg ranked inditution with
F&M. All market share dataincluded in this report is based on 1997 arigindions. Market share deta
for 1998 was not available & the time this report wasissued. 10 1998, F&M oariginated 120 HMDA
reporteble loans totding $4.3 million.

F&M isvery adivein both amal busness and amdl fam lending. During 1997, F&M originated 383
gmdl busness and 30 amd| farm loans for gpproximatdy $32 million. F&M ranked fird in busness
loan originations with 22% market hare. F&M dso ranked fird in farm loan originations with 47%
market share. Although the number of originationsis modest, F&M is one of only two banks actively
involved in farm lending within the assessment area. 1N 1998, F&M ariginated 274 loans to businesses
and famsfor $18.7 million.

Assessment Area Concentration

F&M originates ahigh percentage of loansin its assessment aea. During 1997, 90% of the number
and 86% of the dallar amount of totd HMDA, busness, and farm ariginations were within the
assessmant area. During 1998, 84% of the number and 73% of the dollar amount of originationswere
within the assessment area. Overdl, F& M’ s lending adtivity reflects good respongveness to the credlit
needs of its assessment area. The following tables provide a breskdown of HMDA, busness and farm
loans extended during 1997 and 1998.

HMDA Loan Originations Within the Assessment Area During Evaluation Period

Number of Loans

1997 1998 Total
Number of Loans Madein AA 179 120 299
Total Loans 196 155 351
Percent of Originationsin AA 91% % 85%

Dollar Amount of Loans ($000)

Dollar Amount of Loansin AA 8,006 4,302 12,308

Total Dollar Amount of Loans 8,880 7,819 18,699




Percent of Dollar Amount in AA 90% 55% 66%

Small Business & Farm Loan Originations Within Assessment Area During Evaluation Period

Number of Loans

1997 1998 Total
#of LoansMadein AA 413 274 687
Total Loans 459 314 773
% Originationsin AA 0% 87% 8%

Dollar Amount of Loans ($000)

$ Amount of LoansMadein AA 31,995 18,737 50,732
Total $ Amount of Loans 37,710 22,920 60,630
% $ Amount in AA 85% 82% 84%

Note: The vast majority of these originations by number and dollar amount were small business | oans

(approximately 93%
in number and 94% by dollar amount in 1997; unable to determine breakdown in 1998).

The bank’ s average loan-to-deposit ratio Snce the last examination (past eight quarters) is 70%. This
figureisdightly lower than the nationd pear average which goproximates 75%. F&M'’slower ratiois
somewha mitigated by the sde of mogt conforming resdentid mortgagesto Freddie Mac. The bank
0ld gopraximatdy $4 million in loansin 1997 and $12.3 million in 1998.



L ending to Borrower s of Different Income Levels

The bank’ srecord of lending to borrowers of different income levels wias evad uated using various
reports generated from HMDA loan information for 1997 and 1998.

Our review reveded good lending pendration to borrowers of different income leves, particularly low-
and moderate-income borrowers. For 1997, 46% of the number and 29% of the dollar amount of totd
originations were to low- and moderate-income borrowers. For 1998, 49% of the number and 35% of
the dollar amount of tota originations were to low- and moderate-income borrowers. The percentages
for number of loansto low- and moderate-income borrowers compare very favoradly to the
percentage of totd familiesthat are low- and moderate-income (36%0) within the assessment area.

When congdered separady, the percentage of HMDA loans originated to low-income borrowersin
1997 gpproximated, and in 1998 dightly exceaded, the percentage of low- income familiesin the
assessment aeas The percentage of HMDA loans originated to moderate-income borrowers well
exceeded the percentage of moderate-income familiesin the assessment arealin both 1997 and 1998.

Lender market share reportsfor 1997 HM DA -reportable loans reflect very favorably on the bank as
F&M isranked among the top ten banks located within its assessment area. F&M'’s market share
equates to 2.81% of al HMDA loans originated within its assessment area. The bank ranked third by
originating 56 loanstotaing $1.7 million, for amarket share of 4.56%, to moderate-income borrowers
during thistimeframe. F&M ranked firg by originating 27 loans tatding $593 thousand, for a market
share of 6.82%, to low-income borrowers.

Thefollowing table provides a detalled breskdown of HMDA lending levelsto borrowers of dl income
leves

HMDA L oan Originationsto Borrower s of Different Income
L evelsby Number and Dollar Amount




Income Low Moderate Middle Upper Total
Category
# of % # of % # of Loans % # of % # of %
Loans L oans Loans Loans
1997 27 15% 56 32% 38 21% 58 32% 179 100%
1998 28 23% 31 26% 3 28% 28 23% 120 100%
$Amt. % $Amt. % $Amt. % $Amt. % $Amt. %
(000) (000) (000) (000) (000)
1997 593 8% 1,744 22% 1,567 19% 4,102 51% 8,006 100%
1998 514 12% 998 23% 1,696 40% 1,094 25% 4,302 100%
Total
Families 10,600 or 19% 9,620 or 17% 13,243 or 23% 23,251 or 41% 56,714 or 100%

L ending to Small Businesses and Small Farms

We evduated F& M’ srecord of lending to smdl businesses and smdl farms during 1997 and 1998.
Smdl busnessesffarms are ddfined as entities with less than or equd to $1 million in gross annud
revenues.

The bank is very regponsveto the credit nesds of amal busnessesand samdl famsin its assessment
aea There are 4,160 companies which qudify as smdl businesses represanting 75% of totd
busnesses within the assessment area. There are dso 163 samd| farms which equate to 87% of totd
farmswithin the assessment area. 1n 1997, 91% of F&M’s amdl business|oans by number and 70%
by dollar amount were madeto smdl busnesses All amdl fam loanswere madeto smdl fams. In
1998, 8% of the bank’s amdl busness and farm loans by number and 69% by daollar amount were
medeto smdl busnessesand amdl fams. Additiondly, the mgority (83%) of dl smdl busnessand
smd| fam loans originated during the evaugtion period are for |ess than $100,000.

Asnoted earlier in the evdudtion, lender market share reports for 1997 amdl busnessand smdl fam
loans reflect very favorably onthe bank. F&M originatied 383 amd| business and 30 smdl farm loans
for goproximatdy $32 million. F&M ranked firgt in busness|oan originations with 229 market hare
F&M dso ranked fird in farm loan originations with 47% market share. Although the number of
orginationsismodes, F&M isone of only two banks activdy invalved in fam lending within its
asessment area. 1N 1998, F&M originated 274 loans to businesses and farms for $18.7 million.

Thefallowing tables provide a breskdown by loan Sze of amdl busness and amdl fam loans originated
in the bank’ s assessment area during 1997 and 1998.




Small Business L oans Originated in 1997
within the Assessment Area

L oan Size Category Small Business L oans

#of Loans % $ Amount %

(000)

L essthan $100,000 316 83% 9,790 3%
$100,000 to $250,000 39 10% 6,526 22%
Greater than $250,000 28 % 13,623 45%
Total 333 100% 29,939 100%
Businesses with RevenuesL ess
than $1,000,000 (i.e., Loansto 349 91% 21,072 70%
Small Businesses)

Small Farm LoansOriginated in 1997
within the Assessment Area

L oan Size Category Small Farm Loans

#of Loans % $ Amount %

(000)

L essthan $100,000 24 80% 841 41%
$100,000 to $250,000 4 13% 585 28%
Greater than $250,000 2 7% 630 31%
Total 30 100% 2,056 100%
Farmswith Revenues L essthan
$1,000,000 (i.e., Loansto Small 30 100% 2,056 100%
Farms)
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Small Businessand Small Farm LoansOriginated in 1998
within the Assessment Area

L oan Size Category Small Businessand Small Farm L oans

#of Loans % $ Amount %

(000)

L essthan $100,000 229 84% 6,698 36%
$100,000 to $250,000 30 11% 4,627 25%
Greater than $250,000 15 5% 7412 40%
Total 274 100% 18,757 100%
Businesses and Farmswith
Revenues L essthan $1,000,000 245 8% 12,873 69%
(i.e., Loansto Small Businesses
and Small Farms)

Geographic Distribution of L oans

We evduated the bank’ s geogrgphic digtribution of loans using various reports generated from HMDA
loan information for 1997 and 1998. Additiondly, information regarding smdl busnessand amdl fam
loans for 1997 and 1998 was d o evaduated.

Our andyssreflects very good lending penetration throughout geogrgphies with various income
characterigics within F& M’ s assessmeant areg, induding low- and moderate-income CTs. Our andys's
illudrates thet most oans are made within middle- and upper-income CTswhich is congdered
reasonable 9nce such tracts comprise 77% of the bank’ s assessment area. However, lending within
low- and moderate-income CTsis aso prevaent when compared to the percentage of such tracts thet
exig within F& M’ s assessment area. Spedificdly, the percentage of loan originations within moderate-
income CTsis high when compared to the percentage of such tracts within the assessment area. In
1997, 34% of tota HMDA loans by number and 33% by dallar amount were mede within F&M’s 11
moderate-income CTs (21% of totd CTs). 1n 1998, 31% of totd HMDA loans by number and 36%
by dollar amount were made within moderaie-incometracts. Only one CT within the bank’s
asement arealis desgnated as low-income, and lending levels within this tract during the examingtion
period are consdered reasonable.

Additiondly, HMDA originationsin low- and moderate-income tracts are high congdering only 11% of
al owner-occupied housing islocated within such CTs No ggpsin lending attivity for each income
category were identified during our andyss.

Asnoted earlier in this evaluation, lender market share reports for 1997 HM DA -reportable loans
reflect very favorably on the bank as F&M is ranked among the top ten banks located within its
asessment aea. F&M’s market share equatesto 2.81% of dl HMDA loans originated within its
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asesamat aea. F&M ranksfirs among bankslocated within its assessment areafor |oan origingtions
in both low- and moderate-income CTs. Spedificdly, F&M originated 61 loans equating to $2.6
million for amerket share of 8% within moderate-income CTsin the assessment area. Thebank dso
originated 5 loanstotding $173 thousand for amarket share of 23% within its sole low-income CT
during the sametime frame,

Thefollowing tables provide a detaled breskdown of F&M’s geographic didribution of HMDA loans

during the examingtion period.
HMDA Loan Originationsby Census Tract Characteristic for 1997
CensusTract # of % $ % Census % of % of
Characteristic Loans Amount Tracts Total Owner Occupied
(000) Within Census Housing by CT
AA Tracts
Low 5 3% 173 2% 1 2% <1%
Moderate 61 3% 2,603 33% 11 21% 11%
Middle 107 60% 4,801 60% 28 4% 58%
Upper 6 3% 429 5% 12 23% 31%
Total 179 100% 8,006 100% 52 100% 100%
Note: AA = Assessment Area
HMDA Loan Originations by Census Tract Characteristic for 1998
Census Tract #of % $ % Census % of % of
Characteristic Loans Amount Tracts Total Census Owner
(000) Within Tracts Occupied
AA Housing by
CT
Low 1 1% 13 <1% 1 2% <1%
Moderate 37 31% 1543 36% 11 21% 11%
Middle 79 66% 2,675 62% 28 5% 58%
Upper 3 2% 71 2% 12 2% 31%
Total 120 100% 4,302 100% 52 100% 100%

Note: AA = Assessment Area

F&M’samdl busness lending in low- and moderate-income CT's goproximates or excesds the number
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of and| busnesssin low- and moderate-income CTs Within F& M’ s assessment area, 5% of dll
amdl busnesses and no amd| fams are located in low-income CTs. Additiondly, 18% of sl
bugnesses and 4% of smd| fams are located in moderate-income CTs

In comparison, 2% of amdl busnessloans originated in 1997 werein low-income CTs No farm loans
were extended in such tractssnce no fams exig inthexeareas. Alsoin 1997, F&M originated 25% of
itssmdl busnessloansand 179 of its smdl farm loansin moderateincometracts. In 1998, 79 of
amdl busnessloans were originated in low-income CTs. Additiondly, 23% of amdl busnessand amdl
farm loans were extended in moderate-income tracts.

Lender market share reports for 1997 show F&M originated 100 loanstotaing $4.9 million in
moderaeincome CTs F&M easly ranksfirg in lending in such tracts with 26% market hare. In
low- income CTs, the bank originated Sx loanstotaing $211 thousand. This equatesto 10% market
share and athird place ranking. Regarding amdl farm loans F&M originated five of the Sx loans
extended in moderate-income CTswithin their assessment aea. This equates to 83% market share.
Thisisaggnificant activity conddering only saven farms exig within moderateincome CTsin the
bank’ s assessment area. As noted above, no farms are located within low-income CTs,

Thefollowing tables provide a detaled breskdown of F&M’ s geographic didtribution of amall busness
and smdl farm loan originations during the examingaion period.

Small BusinessL oan Originationsby Census Tract Characteristic for 1997

Census # of % $ % #of CTs % of
Tract Loans Amount in Each Total
Characteristic (000) Category CTs
Low 6 2% 211 1% 1 2%

Moderate 95 25% 4,752 16% 11 21%
Middle 249 65% 22,223 74% 28 54%
Upper 3 8% 2,753 D% 12 23%
Total 383 100% 29,939 100% 52 100%

Small Farm Loan Originationsby Census Tract Characteristic for 1997

Census #of % $ % #0of CTs % of
Tract Loans Amount in Each Total
Characteristic (000) Category CTs
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Low 0 0% 0 0% 1 2%

Moderate 5 17% 106 5% 11 21%
Middle 2 73% 1,853 0% 28 54%
Upper 3 10% 97 5% 12 23%
Total 30 100% 2,056 100% 52 100%

Note: No farms are located within low-income CTsin the bank’s assessment area. Additionally, only 7 farms are
located within moderate-income CTs in the bank’s assessment area (all are considered small farms).

Small Businessand Small Farm Loan Originationsby Census Tract Characteristic for 1998
Census #of % $ % #of CTs % of
Tract Loans Amount in Each Total
Characteristic (000) Category CTs
Low 19 ™% 1,668 % 1 2%
Moderate 63 23% 3,626 19% 11 21%
Middle 183 67% 12,629 68% 28 54%
Upper 9 % 814 4% 12 23%
Total 274 100% 18,737 100% 52 100%

Note: The vast majority of these originations by number and dollar amount were small business | oans.

Community Development Lending

The bank did not make any community development loans during the evauation period. However,
F&M did extend six loans totaing $294,600 which have a primary purpose of community
devdopment. These loans, which are further described below, are accounted for in HMDA-reportable
and gmdl busness|oan totas

The bank extended five loans for an aggregate amount of $256,600 to landlords for rentd housingin
conjunction with HUD’ s Section 8 housing program during the evauaion period. Under this program,
low- and moderate-income borrowers monthly rents are subsidized through monetary assstance from
HUD.

The bank extended a $38 thousand refinance mortgage to a child care center during October of 1998.
Thisbusness offers day care sarvices 0ldly to low- and moderate-income families The busnessis
aso located in amoderaie-income CT in Sdem, New Jarsey.
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Product I nnovation

F&M usssinnovative and/or flexible lending practicesin order to serve the credit needs of its
asessment area. The bank introduced a new “ Secondary Mortgege Program” in 1997 targeted
towardsfirg time homebuyers. Based on discussons with management, this product was implemented
to provide low- and moderate-income individuas within the bank’ s assessment area easer accessto
credit. Formerly, many such prospective customers could nat afford the bank’ s sandard fifteen and
twenty-year mortgage products. F&M now offers adjustable rate mortgages; twenty-five- and thirty-
year mortgages, and Federd Housng Adminidration (FHA), and Veteran's Adminidration (VA) loen
products. In 1997, F&M originated 43 loans totaing $4 million under these programs. In 1998, the
bank originated 112 loans totding $12.3 million under these programs. Al loansare sold inthe

secondary market.

|nvestment Test

The bank hasanomind levd of qudified community devdopment grants. Spedificaly, F&M has made
only $200 in qudified donations during the evauation period even though ample investment
opportunities exis within the bank’ s assessment areg, the Sate of New Jersey, and a broader regiond
area

F&M made a$100 donation to aloca nonHprafit agency that plays apivotd rolein community
development in the bank’ s assessment aea. This organization works with loca non-profit housng
agendes by rehabilitating low- and moderate-income housing units throughout the bank’ s assessment
aea They ds0 provide credit and home ownership counsdling for progpective low- and moderate-
income borrowers.

During March of 1997, the bank aso donated $100 to ancther non-profit organization that provides
afordable housng for low- and moderate-income individuas

Asnoted earlier, anple investment opportunities are available to the bank. Thefallowing isabrief
synopds of typicd invesment opportunities avallableto F&M. These are Smply examples, and thisis
not meant to bean dl indusivelig.

< Freddie Mac sructured pass-through certificates / mortgage-backed securities which are backed by
housing loans meade to low- and moderate-income borrowers are accessbleto F& M.

< Equity invesmentsin housng projects for individuals and/or senior dtizens with low-incomes
determined by HUD guiddines are dso accessbleto F&M.

< TheNew Jarsey Community Loan Fund was recently cregted soldly for the purpose of creding
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improved housing conditions or ading other community devel opment nesds of low- and moderate-
income residents of New Jersey. Within the past 2 years, this fund has provided about $150,000
for community development projectsin Sdem and Gloucester counties

< Thereare severd nonHprofit organizationsthat play apivata rolein community development in the
bank’ s assessment area. F&M has opportunities to make grants to such organizations

< Thereareasubgantia number of community development invesment opportunities & the Satewide

levd. We provided the bank with acomprehendve lig of satewide community deve opment
iInvestments opportunities

Service Test

Retail Banking Services

F& M’ sbranch sarvice ddivery sysems are reedily accessble to geographies and individuas of
different income lev s within the assessment area. F&M  provides banking sarvices throughout
Cumberland County with deven branch locations. F&M dso offersretal banking sarvicesto
southeaegtern portions of Sdem and Gloucester Counties as five branches are located within this
segment of the assessment area. F&M offersthirteen ATMsto itscusomers. This encompasses
tweve ATMs a various branch locations, and one gand-done ATM a a shopping center in
Gloucegter County. Ten branches are equipped with drivein fadlities. Asnoted earlier inthis
evauaion, no branches were opened or dosad during this evauation period. Additiondly, four
branches are located in moderate-income CTs, and another is located within the bank’ s sole low-
income CT inits assessment arealin Vindand, New Jarsey. Furthermore, 31% of F& M’ sbranches are
located in low- and moderaie-income CTs. Thisfigure excesdsthe totd amount of low- and
moderate-income census tracts (23%) within the bank’ s assessment area
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Please refer to the following table for more details on the bank’ s branch didribution compared to
censustract characterigics within the assessment area

Branch Distribution by Census Tract Characteristic
Census Tract Number of CTsin | Percentageof Total Number of Per centage of Total
Characteristic Assessment Area CTs Branchesby CT Branches
Low 1 2% 1 6%
Moderate 11 21% 4 25%
Middle 28 54% 9 56%
Upper 12 23% 2 13%
Total 52 100% 16 100%

Note: All four branches located in moderate-income CTs are equipped with ATMs; the sole branch in alow-income
CT isnot equipped with an ATM.

Officesand sarvice ddivery sysems are reedily accessible to dl ssgments of the assessment area
Office hours meet the convenience and neads of the entire community and indude extended weekday
hours a dl locations and Saturday hours & thirteen branch locations. Additiondly, Saturday hours are
offered at each of the five branches located in low- and moderaieincome CTs. The mgority of low-
and moderate-income families resde within low- and moderate-income CTs. Additiondly, low- and
moderate-income families comprise 35% of tatd familiesliving within middle-income CTs and 23% of
totd families resding in upper-income CTs Sarvices do nat vary in any way thet inconvenience low-
and moderate-income individuds living within the assessment aea

In addition to ATMs and bank-by-mail, the bank aso offers awebgte on the Internet. The webdte
disdoses dl services and products offered by F&M. Customers are able to send F&M dectronic mall
and request such information as loan gpplications and account disclosures. However, the bank does
not compile gatistics to determine the impact these sarvices have on low- and moderate-income
individuas resding within the assessment area. Therefore, we did not place alot of weight on these
particular services when determining the rating for the service test.

F&M offersagandard array of products and sarvices gppropriate for an inditution of its 9ze and

cgpadity. Consumer products indude various demand depogt and savings plans priced to met the
needs of avaiety of cusomers.
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Community Development Services

F&M provides an adequate level of community devel opment services within its assessment area

During 1998, F&M participated in three seminars co-gponsored by the SBA and the following loca
organizations Gregter Vindand Chamber of Commerce, Gregter Sdem Chamber of Commerce, and
Cumberland County Economic Devdopment. In addition, F&M participated in atwo day Cumberland
County Business Expodition sponsored by the Bridgeton, Vindand, and Millville Chambers of
Commerce in October of 1998. These programs provide locd smdl business ownerswith an
opportunity to benefit from the combined expertise of the participants on matters of generd busness
devdopment. For example, the bank can provide advice to an entrepreneur interested in anew
busness or to an exising busness with agrowth problem or anew idea. The bank dso usesthisforum
to inform and educate people of the variousfinendd products offered by the bank. These saminarsare
utilized by the assessment ared slarge low- and moderate-income populaion. These sessonsand the
organizations involved promate community deve opment and economic revitdization. They dso
provide financd support for smal busnesses throughout F& M’ s assesament arear Additiondlly, these
saminarslay the groundwork for creting permanent employment for low- and moderate-income
individuds resding within the assessment aea

Management conducts “ Schoal Banking Programs’ a severd schoolswithin its assessment arean Two
of these schodls, Buckshutem and Cherry Stredt, are located in moderaieincome CTs. A sgnificant
mgority of the children atending these two schodls are from low- and moderaie-income families
Management lends their finandd expertise by educating these students about basic agpects of the
finendd world. Additiondly, the bank has established savings programs with these children.

During the summer farming season, F&M offers two part-time employees as Spanish interpretersin its
Main Office lobby to assg low-income migratory farm workers. The mgarity of the faom workersdo
not goeek English, so this sarvice isimperative for them to complete their banking needs such as cashing
checks, opening savings accounts, and purchasing money orders.

18



Compliance with Antidiscrimination L aws

A far lending review performed in conjunction with this CRA examination reveded that F&M is
complying with fair lending regulaions. Specificaly, we assessad F& M’ s undewriting of home
purchase mortgages using denied black gpplicants as our prohibited basis group. No viodlaions of the
ubgtantive provisons of the anti-discrimination laws were discovered.

19



Scope of Examination

Time Period Reviewed January 1, 1997 through January 11, 1999
Financial I nstitution: Products Reviewed: HMDA Reportable Loans
Farmers and Merchants Nationdl Smdl BusnessLoans
Bank of Smdl Farm Loans
Bridgeton, New Jersey Community Deveopment Loans,
Investments, and Services
Affiliates Affiliate Relationship Products
Reviewed
F&M Investment Company F&M isaWhally-Owned None
Subsdiary of Southern Jersey Bancorp of
Ddavare

List of Assessment Areasand Type of Examination

Assessment Area Typeof Exam |BranchesVisited |Other
I nfor mation
Includes Portionsof MSA 6160 & | On-Site F&M’sManad None
MSA 8760 within the Wes Sde Officesin
Philadd phiasWilmington-Atlantic Bridgeton, NJ
City CMSA
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